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Board Meeting
April 16, 2026

Agenda Item No. 11.1

Presented by: 
Lisa Grant-Dawson, 

Interim Chief Business and Operations Officer

Fiscal Solvency Plan Update
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SCUSD Core Value & Guiding Principle

CORE VALUES
We recognize that our system 
is inequitable by design and 
we vigilantly work to confront 
and interrupt inequities that 
exist to level the playing field 
and provide opportunities for 
everyone to learn, grow and 
reach their greatness.

GUIDING PRINCIPLE
All students are given 
an equal opportunity to graduate 
with the greatest number of 
postsecondary choices 
from the widest array of options
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Fiscal Solvency Plan Update
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Agenda
● Update on the Attorney General Settlement
● Update on the Fiscal Solvency Plan and Progress
● Answering Key Questions: 

○ Why Do the Numbers Keep Changing?
○ Why is this Process so Challenging and Taking so Long? 

● Summary and Impact Statements
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2025-26 Fiscal Solvency 
Plan Update
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June 30, 2026 Cash Flow Projections

Actuals 
as of 

October 31, 
2025 

January 31, 
2026

February 28, 
2026

Second Interim 
March 19, 2026

-$1,000,000 +$3,000,000 +$13,000,000 +$4,858,392

* Source: 2025-26 Cash Flow Projection with Actuals through February 28, 2026 
** Updated as of the 24-Month Cash Flow update. The loss of cash from additional 
expenditures impacts lower cash available. The Cash Flow projection is being monitored and 
reconciled monthly and will include both fiscal years. All projections are based on the 
Second Interim Budget and current revenue and spending trends. 

Current Cash Deficit Projected in July 2026**
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2025-26 Fiscal Solvency Plan Updates
UNRESTRICTED 

COST AVOIDANCE/SAVINGS 

Prior Identified Savings/Cost Avoidance $63.3M 

Potential Shifting/Sweeping of balances 
from UnRestricted Resources**

$3.0M

Potential Shifting/Sweeping of Balances 
from Restricted Resources* 

$15.8M

Total Savings +$82.1M

UNRESTRICTED 
TOTAL DEFICIT 

As of Second Interim -$108.2M 

April 16* Adjustments -$18.8M 

As of April 16, 2026 =-$89.2M 

*Analysis near completion. Impact Statements and final review in progress. Many Items are 
One Time Balance/ShiftingStrategies. Largest Amount is to shift the expenditures 
for cafeteria tables to the balance in Ongoing Major Maintenance, Res 8150 $2.8M

** Analysis near completion. Impact Statements and final review in progress. Many Items 
are One Time Balance/ShiftingStrategies.

Additional Strategies

Additional One Time 
Options (See Slide 10)

-$34.5M 

Potential Revised 
Deficit

=-$54.7M 
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($134M) 
Deficit

Preliminary Second 
Interim

$63.34M
Cost Savings/

Avoidance
47%

SCUSD 2025-26 Fiscal Solvency Goal
March 5, 2026
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($108.2M) 
Deficit
Second Interim

$15.8M
Cost Savings/

Avoidance
15%

$89.2M Remaining 
Deficit 

SCUSD 2025-26 Fiscal Solvency Goal
April 16, 2026
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Total identified savings $82.1M. Projected savings of $63.3M were include in Second Interim Budget. Revised 
Benefit Cost adjustment of $31.4M identified at second interim, primary factor offsetting the gains. $89.2M 
Remaining to eliminate 2025-26 deficit.  
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2025-26 Additional Options 

Action Anticipated Value 

Engage in OPEB Discussions*
(one-time savings) 
● Analysis in Progress to prepare forthcoming 

presentation for discussion/proposal
$20M

MediCal Reimbursement* 
(one-time savings)
● Discussions In Progress - Proposal Submitted 3.2026 $14.5M 

*Option requires discussions with labor/designated bodies of decision makers.

If realized, these items may reduce the 25-26 deficit to -$34.5M
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2026-27 Fiscal Solvency 
Plan Update
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2026-27 Fiscal Solvency Plan Update  
UNRESTRICTED KNOWN

COST AVOIDANCE/SAVINGS 

Prior Identified Savings/Cost 
Avoidance $34.9M 

SCUSD SERNA Restructure TBD

Total Savings* $34.9M

UNRESTRICTED 
TOTAL DEFICIT 

As of Second Interim -$251.1M

As of April 16, 2026 -$251.1M

*$34.9M Included in Second Interim 2026-27 MYP Projection reductions. 

Additional Strategies

Additional Options 
with projected 
savings Identified
(See Slide 16 - Requires Negotiation)

-$47.4M 

Potential Revised 
Deficit

=-$203.7M 
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2026-27 Additional Strategies
Without Labor Negotiations

Initiate now for 2026-27 actualization
● Develop Department Consolidation and Restructuring Plan 

○ In progress. Special Board Meeting Scheduled, April 23, 2026
● Maximize General Education Interventions to Reduce Special Education 

Services 
○ In progress as part of Academic Office strategic planning 

● Analyze Processes and Contracts for Efficiency and Elimination
○ In Progress. 
○ Contracts Dashboard released on Fiscal Solvency Website

● Additional Department Contributions 
○ In Progress as part of Restructuring and Reduction Stratgies
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2026-27 Additional Strategies
Without Labor Negotiations

Initiate in 2026-27 for future year actualization

● Develop Facilities Optimization Plan for 2027-28 
○ Special Board Meeting Scheduled, April 23, 2026

● Define Scope of Allowable, Research-Based Strategies for Utilizing Title I 
and LCFF Funding at Sites

● District Configuration and Restructure strategies for future years
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Action 
Unrestricted 

Estimated Value 
Furlough Days 2026-27 (all labor units) $2.1M/day
Temporary 2% Salary/Wage Cut (all labor units) $7M
Options for Reducing Healthcare Costs without reducing level of 
service (all labor units) TBD

Reduce Reading Intervention Teachers, 1.0 @ each elem/K-8 $5.3M

Flexibility in Class Size Reduction in Grades 4-6 and 7-12 $11M

Engage in OPEB Discussions (one-time savings) $20M 
MediCal Reimbursement (one-time savings) - Discussions 
Initiated and Proposal Submitted tp SCTA 3.2026 $2M

3/5/2026 Adopted Board Decision Point
2026-27 Options for Fiscal Solvency
With Labor Negotiations & Agreement 
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Questions and Suggestions Received from 
SCUSD Staff & Community 

These are the most frequently asked questions and suggestions offered. 
Please see full list in Exhibits. 

● Implement Furlough Days and Wage Reductions 

● Consolidate Schools and Optimize Facilities

● Incentivize Early Retirement

○ Staff is recommending receiving proposals for early retirement incentive 
options in 2026-27 for a potential 2027-28 implementation.  

● Options for Reducing Healthcare Costs without reducing level of service (all 

labor units)

● Make Targeted Reductions in District Office Positions 
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Questions and Suggestions Received from 
SCUSD Staff & Community 

These are the most frequently asked questions and suggestions offered. 
Please see full list in Exhibits. 

● Options for Reducing Healthcare Costs without reducing level of service (all 
labor units)

○ Operational analysis of benefits and strategic framework is in progress 
in preparation for future discussions with labor groups. 

● Make Targeted Reductions in District Office Positions 

○ Included in Restructuring and Reduction plan, already in progress. 
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2025-27 Fiscal Solvency Plan Updates

UNRESTRICTED 
COST AVOIDANCE/SAVINGS 

Prior Identified Savings/Cost Avoidance $63.3M 

Potential Shifting/Sweeping of balances 
from UnRestricted Resources**

$3.0M

Potential Shifting/Sweeping of Balances 
from Restricted Resources* 

$15.8M

Total Savings +$82.1M

UNRESTRICTED 
TOTAL DEFICIT 

As of Second Interim -$108.0M 

April 16* Adjustments -$18.8M 

As of April 16 =-$89.2M 

*Analysis near completion. Impact Statements and final review in progress. Many Items are One 
Time Balance/ShiftingStrategies. Largest Amount is to shift the expenditures for cafeteria 
tables to the balance in Ongoing Major Maintenance, Res 8150 $2.8M
** Analysis near completion. Impact Statements and final review in progress. Many Items are One 
Time Balance/ShiftingStrategies.
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Update
Restructure & Building 

Efficiencies 
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Seeing the System

SCUSD Leadership’s approach to addressing the immediacy & urgency of 
District’s financial sustainability

● The factors associated with the District’s financial challenges are 
systemic and pervasive. 

● Consideration must be given to past practices and historical 
decision-making, as well as current structures and future 
opportunities.

● Creating space for collaborative problem-solving, deep listening, 
and healthy risk-taking is required.
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Seeing the System

SCUSD Leadership’s approach is characterized by parallel 
workstreams and overlapping phases of development 

Data Collection & Information Gathering

Study, Reflection, & Analysis

Engagement, Feedback, & Iteration

Long-Term, Near-Term, & Immediate Considerations
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Data Collection & Information Gathering

Seeing the System

Historical Data 

Enrollment

Financial

Staffing

Attendance

Research

Financial 
Distress

CBA’s

Governance

RestructuringFCMAT

Settlements

Information

Comparable 
Districts

Lists are examples, but not exhaustive



23

Seeing the System

Study, Reflection, & Analysis

● What has been the role of decision-making?

● How do our structures help or hinder us?

● What are essential Lessons Learned?

● What is mandatory vs. discretionary?

● Where are there hidden efficiencies?

● What can be done in the immediate and what 
requires more time?
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Seeing the System

Engagement, Feedback, & Iteration

Cabinet

Advisories

Extended Cabinet

StaffKey Stakeholders
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Seeing the System

Immediate, Near-Term, & Long-Term Considerations

2025-26 2026-27 2027-28 + Beyond

Immediate
Cost reduction

& Revenue
Enhancement

Central Office 
Restructuring

& Position 
Reductions

Structural Issues that are 
historical and ongoing, which 

contribute to the Structural 
Deficit

Leadership is prioritizing Central Office Restructuring decision-making in order to 
clarify staffing changes for 2026-27 and to determine the context within which the 

larger Structural Issues can be addressed.
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Why Do the Numbers 
Keep Changing?
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Overview of District’s Statutory Financial Report 
Cycle - The Numbers are expected to change. 
➤ California school districts are 

accountable to the State (through the 
County) for use of funds provided by the 
state and federal government. 

➤ The process of accountability is 
prescribed by state law which includes 
district officials ensuring that the district 
is able to meet its financial commitments 
each year and into the future.

Budget Adoption - By July 1
Projected results for the following fiscal year (July 1 - 
June 30) | Ed Code §42127

Second Interim - By March 15
Updated projections as of January 31 | Ed Code §42130 & 
§42131

First Interim - By December 15
Updated projections as of October 31 | Ed Code §42130 
& §42131

Third Interim - By June 1
Updated projections as of April 30th | Ed Code §42130 & 
§42131 [Required if 2nd Interim is qualified or negative] 

Unaudited Actuals - By Sept 15th
Actual full year results for prior year (July 1 - June 30) | 
Ed Code §42100
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During 2025-26 SCUSD Experienced 
Additional Changes
June 2025 - 2025-26 Adopted Budgeted

• Surplus $24.2M 
• Expenditures reported as lower than required to cover 

projected expenditures by ~$101M
• Health & Welfare/UtilityReductions ~$51M
• Special Ed Contribution ~$50M
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During 2025-26 SCUSD Experienced 
Additional Changes
September 2025 - Unaudited Actuals 2025-26 Budget 

• Deficit -$19M
• Additional Deficit realized  with additional impact to the Beginning Fund 

balance from Adoption of $43.3M
• June 2025 Adopted Budget

• 2025-26 Unrestricted Estimated Beginning Fund Balance - $105.6M
• September 2025 Unaudited Actuals

• Beginning Fund Balance $62.4M
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During 2025-26 SCUSD Experienced 
Additional Changes
December 2025 - 2025-26 First Interim Budget

• Deficit -$34.2M
• Fiscal Solvency Plan Reductions included in First Interim $68M

• First Interim Period July 1 - October 31
• Fiscal Solvency Plan Adopted November 2025, after the First Interim Period

• Increase Special Ed Budget $30M

January 2026 - 2025-26 First Interim Restatement

• Reverse $68M in Fiscal Solvency Plan Strategies
• Inaccurate statement of First Interim balance
• Identified Fiscal Solvency strategies not reasonable to achieve
• Initiation of Revised Fiscal Solvency Plan
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During 2025-26 SCUSD Experienced 
Additional Changes
January 2026 - Present

• The Budget has/is being analyzed and modified to more accurately project the budget and 
simultaneously the actual revenue and expenditures. 

• The evaluation of how much we can save and/or avoid costs through strategic decisions 
and measures has also been performed. These strategies have been captured on the Fiscal 
Solvency Plan AND the REVISED Finanical projections. 

March 2026 - 2025-26 Second Interim

• Deficit -$108.2M
• $63.3M of Fiscal Solvency Plan strategies have been implemented in the budget
• Major Change: Reversal of $31.4M in Health & Welfare adjustments from Adopted Budget, 

artificially lowering the projected Health & Welfare expenditures in the Unrestricted and 
Restricted $11.7M General Fund. 
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During 2025-26 SCUSD Experienced 
Additional Changes
April 2026 Forward

• Changes to the Budget, Multi-Year Projection, and Cash Flow will continue as the 
Budget is adjusted and actuals and reduced encumbrances occur as the fiscal year 
concludes in June 2026

• As previously shared, the District will publish the following financial statements 
between now and June 30, 2026

• 2025-26 Third Interim - Board Request May 7, 2026
• 2025-26 Third Interim - Statutory Timeline - June 4, 2026
• 2026-27 Budget & LCAP

• Includes Estimated Actuals for the 2025-26 Budget
• Public Hearing - June 4, 2026
• Adoption - June 18, 2026
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Why is this so challenging to 
solve and taking so long? 
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Our Primary Funding is the Local Control 
Funding Formula
Key Terms
● Base Grant - Grade span-specific base grants based on Average Daily Attendance.
● Grade Span - Reflect adjustments for grades K–3 class sizes and grades 9–12 (school districts with qualifying 

schools may receive a necessary small school (NSS) allowance in lieu of the base grants).
● Supplemental Grant-  Equals 20 percent of the adjusted base grants multiplied by the LEA’s unduplicated 

percentage of English learners, income eligible for free or reduced-price meals, and foster youth pupils.
● Concentration Grant -  Equals 65 percent of the adjusted base grants multiplied by an LEA’s percentage of 

unduplicated pupils above 55 percent;
● Add-ons - 

○ Targeted Instructional Improvement Block Grant Equal to the amounts school districts received in 2012–13 
for the Home-to-School 

○ Transportation programs - Beginning 2023-24 COLA Applied
○ Transitional Kindergarten ADA - Beginning in 2022–23

● Base, supplemental, and concentration grants, as well as necessary small school allowances, receive 
cost-of-living adjustments as provided through the annual budget. 
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Our Primary Funding is the Local Control Funding Formula
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Our Primary Funding is the Local Control Funding Formula
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Historical Financial Summary

• The District’s LCFF Revenue has grown by $1.6M from 2022-23 to the projected 
2025-26 Second Interim.

• Total Unrestricted Revenue has grown by $.95M since 2022-23

• So what are the factors causing the deficit if revenue is overall flat?
• Let’s explore the expenditures and other commitments of the General Fund. 
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Historical Financial Summary - Unrestricted Expenditures
• The District’s expenditures have increased by $168M or 47% since 2022-23
• How did FCMAT surmise the following statement?

• “In fact, 94% of the district’s 2025-26 unrestricted general fund adopted budget is allocated to 
salaries and benefits, while the statewide average is 86% for unified school districts.”
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Historical Financial Summary - Restricted Expenditures

• Is it wrong to have higher compensation expenditures than the statewide average?
• No, as long as the District can afford it. 

• Additional Supplemental Compensaton from restricted resources are 60% of Restrited expenditures.
• The District spends more resources in Books and Supplies an Other Services from Restricted 

Resources.
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Historical Financial Summary 

Based on what the District is sharing about revenues and expenses, we are 
still wondering what is creating the deficit?   Revenues minus expenditures 
are still positive every year, except this year, though we can see the decline.
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General Fund Obligations

The General Fund has obligations to two specific resources within the 
General Fund and any fund that is operating at a deficit. These areas 
are called CONTRIBUTIONS

1. Resource 8150 - Ongoing and Major Maintenance Account To ensure that 
state-funded facility projects are kept in good repair, pursuant to Education Code 
Section 17070.75, LEAs with a project funded by the State Allocation Board after 
November 1998 under the Leroy F. Greene School Facilities Act of 1998 must 
establish and maintain a restricted maintenance account within their general fund 
to be used for ongoing and major maintenance of school buildings. For the next 
20 years after receiving facility funds, districts must annually make a deposit into 
the account that is equal to or greater than 3 percent of their total general fund 
expenditures, including other financing uses, for that fiscal year;*

Source: California School Accounting Manual

https://www.cde.ca.gov/fg/ac/sa/documents/csam2024complete.pdf
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General Fund Obligations

The General Fund has obligations to two specific resources within the 
General Fund and any fund that is operating at a deficit. These areas 
are called CONTRIBUTIONS
2. Resource 6500 - Special Education - In California LEAs, restricted programs or 

activities relating to the operation of transitional kindergarten/kindergarten 
through grade twelve (TK/K–12) educational programs are considered a part of 
ordinary operations and are accounted for in the general fund rather than in a 
special revenue fund. Within the general fund, restricted programs or activities 
must be identified, accounted for, and reported separately. Record the amount of 
money that must be contributed from unrestricted resources in the general fund 
when the expenditures incurred for a given restricted resource exceed the amount 
available for expenditure.*

Source: California School Accounting Manual

https://www.cde.ca.gov/fg/ac/sa/documents/csam2024complete.pdf
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Contribution History

• The District’s contributions have doubled since 2021-22, which creates 
an additional expense the Unrestricted General Fund must cover. 

• Ongoing Major Maintenance has a minimum percentage allocation 
that can be adjusted.
• Impacts: Reduction to expenditures to manage facilities annually.

• Special Education expenditures can be managed to focus on cost 
containment and program efficiency
• An analysis of Special Education program offerings and expenditures is included 

in the Fiscal Solvency Plan. 
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Historical Financial Summary 

Now that you put all of the factors together:
1. Declining Revenue

2. Minus Increasing Expenditures

3. Has historically led to a surplus, but has now led to an annual 
deficit Deficit

4. Which is further compounded by contributions to programs that do 
not earn enough resources to live within their means…

5. …has caused a structural deficit - a decrease in our Fund Balance. 

6. The deficit has annually been offset by our Beginning Fund 
Balance, which is made of one-time money and can no longer 
absorb the growing deficit. 
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Historical Financial Summary 

The combination of all these factors, which starts with how we have budgeted and 
actually earn and spend our resources is how we reached this deficit status? This 
summary shows that the Districts revenues are essentially flat, but our spending 
continues to grow.  

• Yes and why we are seeking to reduce expenditures and seek eligible 
strategies to reduce spending, which takes time given the number of 
resources and years we have operated in this manner. 
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Historical Financial Summary 

• On April 23, 2026, at the Board Study Session we will provide the latest 
update to the Fiscal Solvency Plan and Cash Flow and discuss:
• The impact of our enrollment and attendance trends. 
• The impact of increased staffing. 

• Gentle Reminder: Our New Fiscal Solvency Dashboards are also available for 
your review and use to gain a better understanding of our financial and 
operational future.
• We look forward to your continued questions and engagement. 
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Fiscal Solvency 
Engagement and 
Information 
Updates!
● NEW Interactive Dashboards 

Designed to provide Information, 
Reference, and Data on the District’s 
current and historical financial 
information. 

● Other Services & Operating 
Expenditures & Consultant Dashboard 
Release March 6, 2026 

● Budget Dashboard projected release 
date: March 20, 2026
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Summary & Impact
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Summary and Impact

Why This Matters

● The District’s Fiscal Solvency 
and Sustainability impacts its 
programmatic and 
operational outcomes. 
Addressing this matter is 
critical to resolve with 
effective and implementable 
strategies. 

● The District and its 
constituents require an 
update and framework to the 
current stat and future 
strategies to resolve the 
District’s financial crisis. 

Impact for SCUSD Students

● Improved stabilization, 
structures, and strategies to 
continue funding a quality 
educational experience fpr 
parents and families. 

Next Steps

● Fiscal Solvency Plan 
Workshop - 4/23/2026

● Third Interim I - 5/7/2026

● Third Interim II - 6/4/2026

● Fiscal Solvency Updates each 
board meeting. 

● Adopted Budget 6/19/2026


